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Abstract  
This paper investigates the potentially reciprocal relationship between negotiation and 
corporate strategy, with the aim to start answering the following two questions: how does the 
strategic positioning of a firm impact its negotiation practices and how does negotiation 
influence strategy implementation? We assemble literature in strategy with research in 
negotiation, focusing on the concepts of the integrated approach to negotiation and dynamic 
capabilities. To unveil the intricate relationship between our two fields of interest, we use 
Ryanair as a case study, as this company has built a unique negotiation approach, based on its 
market power, which stands at the roots of its competitive advantage. This has implications 
for both practice and research, as an integrated study of negotiation and strategy could lead to 
a better understanding of the strategy making process and its foundations for success. 
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The Firm’s Strategy and its Negotiation Capability: the Ryanair Case 
Introduction 
Management scholars have paid too much attention to competition and top down 
approaches to strategy and management (EURAM, 2015). Responding to the call of the 2016 
EURAM’s annual conference, our paper intends to contribute to the research in strategy and 
cooperation by trying to unveil how negotiation is part of the backbones of strategy. Our 
paper starts from the following two ideas, which mix insights from the two disciplines of its 
authors: negotiation and strategy.  
First, individuals rarely negotiate for themselves but instead act on behalf of their 
team, department, business unit or entire organization. Negotiation research clearly 
establishes that people negotiate differently depending on the organization they serve, which 
determines their role into the negotiation (e.g., Appelt & Higgins, 2010; McCracken, Salterio, 
& Schmidt, 2011). By taking the argument from a strategy perspective, this leads us to think 
about the influence of an organization's strategy and strategic positioning on its agents’ 
negotiation practices and effectiveness.  
Second, in order to successfully implement its strategy, an organization has to 
negotiate productive relationships with key stakeholders (e.g., Brouthers & Bamossy, 1997; 
Freeman, 2010; Mintzberg & Lampel, 2012). Successful strategy implementation may 
therefore rely on successful negotiation practices; in other words, beyond wise stakeholder 
management, there are more or less effective ways to negotiate (e.g., Lax & Sebenius, 1986; 
Raiffa, 1982). We therefore argue for a circular relationship between strategy and 
negotiation: the organization’s negotiation capability would therefore be positioned between 
its strategic positioning and the implementation of its strategic choices (Borbély & Caputo, 
2015; Ertel, 1999; Movius & Susskind, 2009). With no intention to forget other factors 
affecting strategic success (e.g., Grant, 2010), negotiation effectiveness may differentiate 
 
 
 3 
between organizations that will thrive and those that will fail, no matter how good their 
strategy looks on paper (Mintzberg, 1994). Such reasoning puts negotiation at the heart of the 
strategy process. At the methodological level, such approach can be positioned at the frontier 
between micro and macro analysis. We think such a meso approach will prove useful to our 
theoretical understanding of strategy, as well as to better prepare practitioners for the 
challenges of strategy implementation. 
The aim of this paper is to lay the foundations for the development of a 
comprehensive and scientific understanding of how the strategic positioning of a company 
impacts the way it negotiates with its key stakeholders and how, in turn, negotiations impact 
the firm’s strategy implementation success. Here, negotiation is not considered, as it often is, 
solely as a unique occurrence; e.g. when purchasing negotiates with Xerox for maintenance 
services. However, it is approached as the entirety of the organization’s negotiated 
relationships, both internal – individual and collective bargaining, interdepartmental 
negotiations, etc. – and external – sales, purchasing, lobbying, etc. An integrated vision of 
negotiation calls for the recognition of a negotiation capability at firm level worth investing 
in (e.g., Ertel, 1999). 
As our literature review will show, this area has been overlooked in research. We 
believe the reasons reside in the two approaches taken by the two bodies of literature, which 
somehow prevents cross-fertilization. Indeed, managerial and business negotiation research 
has been focusing mostly on the micro, behavioral aspects of human interactions (e.g., 
Gelfand & Brett, 2004; Olekalns & Adair, 2013), vastly ignoring the contextual aspects of 
such interactions, usually addressed by the political science literature (Zartman, 1977, 1988). 
Only few streams of literature have tried to take distance from this individual level to propose 
a more systemic lens (Stimec, 2014). One such rare attempt is the study of negotiation 
linkages, i.e. “the way in which one discrete negotiation influences or determines the process 
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or outcome of another” (Crump, 2010: 3). Conversely, the strategic literature looks at 
stakeholder management without entering into the specificities of how these relationships are 
established, maintained and cured when needed (e.g., Mazzola & Kellermanns, 2010). Taken 
together, these leave a gap in our understanding of how organizations function and, more 
specifically, how strategy making and negotiation processes are intertwined.  
Given the limited theoretical resources available and the novelty of our approach, we 
decided to investigate this topic through a case study research (Eisenhardt & Graebner, 2007; 
Yin, 2014). We analyzed the case of the airline company Ryanair, which shows elements of 
an idiosyncratic and structured corporate approach to negotiation, which exploits and serves 
the company’s strategy. 
This paper is structured as follows. We first present a review of the scarce literature 
we found on the subject. Then, we develop a theoretical framework, based on the integration 
of Zartman’s (1977, 1988) systemic approach to negotiations and Eisnehardt and Martin’s 
(2000) approach on dynamic capabilities. After providing methodological notes, we present 
and analyze the case study of Ryanair. Findings are then discussed and conclusions and 
future research implications are drawn. 
 
Literature review: understanding the interplay of strategy and negotiation 
In this section, we present a review of two streams of literature. Our intention is to 
first review the research that links variables of strategy, such as strategy design and 
implementation (e.g., Mintzberg, 1994), with negotiation behavior; second we review the 
research that looks at how the organization’s negotiation (cap)abilities may impact strategy 
formulation and implementation. At the end of our review we will demonstrate that such 
topics, which confirms to be of pivotal importance when talking with managers and 
practitioners, have been under-researched so far by the academic literature. 
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How does the strategic positioning of a firm impact negotiation practices? Although 
this question may be worthy of interest, the impact of the strategic positioning of an 
organization on the way people within this organization will negotiate does not seem directly 
treated in the literature. We therefore searched different areas of the literature, without 
finding any direct answer to our query.  
We encountered literature on topics bridging negotiation with strategy on questions 
that are not exactly our investigations’, as for example the industrial economics perspective 
on bargaining power (e.g., Kim, 1988; Michael, 2000; Moatti, Ren, Anand, & Dussauge, 
2014). A large proportion of the investigated literature concerns collaborative forms of 
strategy such as mergers and acquisitions (Dierickx & Koza, 1991; Jemison & Sitkin, 1986; 
Walsh & Fahey, 1986), joint ventures (Brouthers & Bamossy, 1997; Lee, Chen, & Kao, 
1998; Luo & Shenkar, 2002; Luo, 1999; Yan & Gray, 2001), or strategic alliances and 
outsourcing (Lippman & Rumelt, 2003). Some others focus on internal negotiations between 
headquarters and subsidiaries (Dörrenbächer & Gammelgaard, 2006) or external negotiations 
with governments (Weiss, 1990). Far fewer examples treat negotiations from a systematic 
perspective, i.e. how the organization’s strategic variables may impact the entire corpus of its 
negotiations. 
Among these rare sources, Pahl and Roth (1993) show how some key variables in 
strategy formation may impact conflict-proneness and negotiation between headquarters and 
foreign subsidiaries. The level of centralization of some strategic decisions produces a 
structured and idiosyncratic way of negotiating throughout the organization. In a study by 
Quélin and Duhamel (2003), 70 percent of the interviewed managers considered the 
outsourcing decision to be highly centralized, and 51 percent of them reported clearly defined 
outsourcing policies.  However, almost 80 percent of these managers also stated that each 
opportunity was treated on a case-by-case basis, showing that, although there is a standard 
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procedure for constructing complex outsourcing contracts, fixed at the corporate level, in 
practice the process entails a degree of local adaptation. Consequently, “framework contracts 
can help the business units to economize on transaction costs, such as those associated with 
finding suppliers and negotiating agreements, and can also provide a means to achieve 
consistency and control within the firm” (Quélin & Duhamel, 2003: 657). 
Basing our argument on our practical experience with managers, we believe that many 
variables that are being used in strategy research may actually have an impact on the way 
people negotiate for the organization. One obvious variable would be market power. 
However, in the analysis of corporate behavior, when the literature in strategy refers to the 
concept of bargaining power (Porter, 1980), it does so mostly from an industrial economics 
perspective (e.g., Kim, 1988; Michael, 2000; Moatti et al., 2014). Such studies do not exactly 
tackle the issue of how organizations would negotiate due to their bargaining power. For 
example, Moatti and colleagues (2014) analyzed accounting data to demonstrate that M&As 
enhance bargaining power in the short term while organic growth enhances operating 
efficiency over the long term. Similarly, Michael (2000) analyzed data from a franchising 
dispute resolution system to prove how the franchisor can make investments in activities – in 
this case, tapered integration and buyer selection – to increase its bargaining power and 
decrease conflict and litigation with its franchisees. Despite its fundamental importance, to 
our knowledge, there is no research on how people negotiate depending on the amount of 
market power their organizations have.  
The characteristics of the market may also play an important role. People would 
certainly not negotiate the same way for a company enjoying a monopoly, or a strong 
oligopolistic situation, than a company dealing with a perfect competition setting (Machlup & 
Taber, 1960). This also applies to employers on specific markets, which may be the only one 
recruiting in a region. Similarly, negotiators may have to select a different strategy depending 
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on whether competition takes place mostly on price, versus on product or service 
characteristics. One may therefore posit that there are strong links between the market 
environment and the way agents, on the ground, interact with the organization’s stakeholders. 
Similarly, we know little about what distinguishes a particularly innovative company 
from its peers when negotiating with key stakeholders. A company that offers unique 
products or services may, just like a company controlling rare resources, set its conditions to 
its clients, no matter how big and powerful they are. This may be more difficult to achieve for 
companies offering standard, substitutable products or services, which can only compete on 
price or secondary variables (such as geographic proximity). We know this by a consolidate 
stream of research in strategy (Grant, 2010), which focused mainly on demonstrating such 
dynamics and relationships rather than explaining how, at the organizational level, those 
activities are performed. 
We therefore assume that relationships – both internal and external, i.e. not only 
commercial but also, for example, employment relations – may be built on totally different 
grounds depending on the innovative nature of the company, leading to systematically 
different negotiation practices.  
Likewise, we may posit that one will not negotiate the same way for a young 
company – say, a start-up venture – and a well-established firm. We know how for example 
managers and entrepreneurs differ in their strategic decision-making processes according to 
the dimension and history of their organization (Busenitz & Barney, 1997). Similarly, the 
clients’ dimension affects the auditors’ behavior (Reynolds & Francis, 2000). Moreover, we 
know that contextual variables, such as the firm’s relative competitive position in the market, 
influence the choice of negotiation behaviors of purchasing agents (Perdue & Summers, 
1991).  
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Beyond the question of size and – consequently – power, there may be a lifecycle 
argument (Mueller, 1972). Following the product lifecycle approach, the introduction and 
rising phases may lead to different negotiation strategies than the maturity and decline 
phases. In the former, it is about penetrating the market and maybe accepting suboptimal 
conditions, just to “get out there”. As the product gains traction, the company may set more 
stringent conditions to its clients, which is difficult to do for the early adopters, as they may 
not understand why the initial, more favorable terms are not renewed (Anderson & Zeithaml, 
1984; Rink & Swan, 1979). Finally, in the decline phase, it may be about milking the cow 
one last time, with little consideration for the long-term relationship. 
We also propose that the level of ambition of one’s strategy may impact its negotiated 
processes, particularly the internal ones, a relationship mediated by the size and level of 
structuration of the organization (e.g., Welbourne & Pardo-del-Val, 2009). Simply put, a 
large, bureaucratic organization trying to completely turn itself around may harm its 
relationships with its key stakeholders, generating conflict and hardship for negotiators, for 
example on the Human Resources’ side (e.g., Beatty & Schneier, 1997). Conversely, a young 
and agile SME may more easily implement similar change and gain acceptance from its 
stakeholders (e.g., employees, financial backers, suppliers and clients). 
Most of these arguments may appear logical, even simplistic. But, to our knowledge, 
they have been overlooked in research. Such a gap hinders our understanding of strategy 
implementation, and of negotiation practices within organizations. 
------------------------------------------------------ 
Please Insert Table 1 About Here 
------------------------------------------------------ 
 
How do negotiation skills, behaviors and abilities impact the strategy of a firm? 
Linking strategic positioning with negotiation behavior is one issue; linking negotiation 
behavior with strategy implementation is a different issue. In the latter case, one may 
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immediately think of stakeholder theory (Freeman, 2010). On one hand, this theory states the 
problem, that is: to be successful, an organization needs to satisfy as much of its stakeholder 
needs as possible. On the other, it does not really focus on how one should pursue such an 
objective on an everyday basis, leaving such questions mostly to the field of negotiation (e.g., 
Lax & Sebenius, 1986). 
In our search and review of the literature, we encountered the stream of research that 
looks at conflict within strategy-making teams, its determinants and its consequences on 
strategy formulation, and therefore implementation (e.g., Elbanna, Ali, & Dayan, 2011; 
Parayitam & Dooley, 2011). Some argue that such a well-designed strategy may backfire 
because of failed human interactions (Mintzberg, Ahlstrand, & Lampel, 1998). Jemison and 
Sitkin (1986), while studying the acquisition process as a determinant of acquisition activities 
and outcomes, argue the importance of the negotiating practices in the acquisition process 
with reference to the success of the operation – particularly the acceptance of the operation 
by the personnel (Beatty & Schneier, 1997). Indeed, lack of transitional support may result in 
dissatisfaction and low productivity (Jemison & Sitkin, 1986).  
Moreover, research on acquisitions is still controversial regarding the reasons why 
well-designed acquisition processes fail (Kummer & Steger, 2008); on this account, the 
strategic fit cannot be considered as the only variable (Porter, 1996). The process of 
negotiating the acquisition and integrating the target into the parent company should also be 
considered as one of the drivers of success (Dierickx & Koza, 1991; Jemison & Sitkin, 1986). 
Similarly, research on joint ventures shows a pattern in the organizations’ behavior, in 
particular with reference to contract negotiations (Lee et al., 1998; Luo & Shenkar, 2002; 
Luo, 1999). Joint venture negotiations differ from those of cross-cultural businesses because 
firm motivation, project longevity, and resource commitment are different in this type of 
negotiation (Luo & Shenkar, 2002). 
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Such studies consider strategy as a top-down phenomenon, with leaders defining 
strategy in formal settings, often behind closed doors, and then trying to implement it. Such a 
top-down approach has long been questioned, giving way to the idea that strategy may 
emerge from more diffuse practices and human interactions at all levels of the organization 
(Mintzberg, 1978). Reading Mintzberg through a negotiation lens leads to wonder to what 
extent social dialogue, employee participation mechanisms, and negotiation practices within 
an organization may impact not only strategy formulation but also implementation. Here, 
beyond stakeholder management, the question becomes whether there are negotiation 
practices, tailored to such and such strategic positioning, that favor, or conversely hinder, 
successful implementation of one’s strategy. There certainly are ways to align one’s strategy 
with negotiation practices so that to maximize impact of implementation. 
Having presented our journey in the literature to understand how strategy and 
negotiation impact each other, we are now going, in the next section, to outline a theoretical 
background to address the literature gap we found. 
Theoretical framework 
The interplay between strategy and negotiation is a circular relationship. One issue 
with such relationships is to isolate the original causality. For example, if we take “success” 
as a variable, is it because it has smart negotiators that an organization is successful? Or is it 
just easier to negotiate for a successfully positioned company? In such cases, we may opt for 
a more intertwined approach to these two concepts, looking at negotiation as a core aspect of 
strategy. Obviously it would be trivial and naïve to think that one negotiation, or just one 
negotiator, will make or break an organization. Rather, we need to look at the entirety of their 
negotiation practices. Hence the idea to study the organization’s negotiation capability, which 
relates on how an organization may nurture its negotiation’s practices in order to best serve 
its strategic objectives (Borbély & Caputo, 2015). 
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The idea of a negotiation capability may be found in a few negotiation sources. To our 
knowledge, it was first developed by Ertel (1999), and then picked up by Movius and 
Susskind (2009). Both sources argue for an approach to negotiation that takes an 
organization-wide perspective. For them, negotiation training does not suffice to increase the 
organization’s efficiency. It rather requires a diagnosis of the current practices, then a change 
in efforts focusing on innovation diffusion (e.g., tailor-made training programs, exchange of 
good practices, etc.), adaptation of processes, such as negotiation preparation, and change of 
the incentive structure (Movius & Susskind, 2009). Going further, Ertel (1999) suggests a 
different perspective altogether, moving away from a situational approach to negotiation to a 
more systematic and integrated one; he advocates coordinating all negotiations, not by 
creating stricter rules or mandates for negotiators but rather by creating an exchange platform 
to report on all negotiations and exchange good practices, in addition to                                
changing the incentive structure to better align the negotiators’ objectives with the strategic 
goals they serve. 
We are therefore advocating, through pointing at the necessary contribution of 
negotiation to strategy, for a systemic approach to negotiation within the organization. It is 
about looking at all negotiated exchanges at once, rather than one negotiation at a time. A 
strategic consideration for negotiation may lead to build a negotiation infrastructure (Borbély 
& Caputo, 2015). This requires considering negotiation not from the sole perspective of 
behaviors (how to recruit, train and coach efficient negotiators) but through a strategic 
management approach. Negotiation efficiency, defined as serving best the organization’s 
strategy, may therefore involve innovative management control and HR practices. One 
possible link between strategy and negotiation may lie in agency: by building the right 
structure and incentives, our agents may best implement our strategy. 
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To support our argument we rely on two theoretical frameworks, coming from two 
different bodies of research. First, we believe an integrated and systematic approach to 
negotiation can be philosophically grounded in the studies of Zartman with reference to 
political negotiations.  Second, the development of a negotiation capability of the firm can be 
sustained with the Eisenhardt and Martin’s (2000) framework on dynamic capabilities. 
Traditionally, negotiations have been approached through two mutually-exclusive 
lenses: mostly a behavioral one looking at the human interactions at and around the 
negotiation able, with little concerns for what is being negotiated; a second approach looks at 
the context of particular types of negotiations, such as employment relations (Stimec, 2014). 
The issue is that each approach is an unopened black box for the other one: the behavioral 
prism does not care about the context – and sources of complexity – of real-life negotiations, 
while the contextual approach does not look at the negotiations’ behavioral elements. 
Zartman has long defended an integrated research approach that would combine behaviors 
and processes, which he materialized around a series of case studies drawn from complex 
geopolitical negotiations (Zartman, 1988). Such a philosophy that would enable looking at 
the entire corpus of negotiations an organization may experience – as one negotiation serves 
as the context for another one – has yet to transpire into business research. Zartman’s 
approach supports the idea that negotiation can – and should – be approached in its entirety. 
The second pillar of our theoretical framework borrows and integrates the negotiation 
literature with concepts drawn from the resource-based view theory (RBV), specifically the 
notion of dynamic capability. RBV seeks to understand how competitive advantage is created 
and sustained over time, by focusing on the internal organization of firms (e.g., Wernerfelt, 
1984). The underlying assumption of RBV is the conceptualization of firms as 
agglomerations of resources, which are heterogeneously distributed across firms. Scholars in 
this stream of theory argue that competitive advantage can be achieved and sustained if the 
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firm possesses, through development or acquisition, resources that are valuable, inimitable, 
rare, and non-substitutable.  This allows the firm to implement value-creating and difficult-
to-duplicate strategies (e.g., Allred, Fawcett, Wallin, & Magnan, 2011). Teece and colleagues 
(1997) have integrated dynamism into RBV, pointing out that most environments in which 
firms compete are dynamic in the sense that the industry structure evolves at different speeds.  
In their seminal article, Eisenhardt and Martin (2000) claimed that dynamic 
capabilities actually consist of identifiable and specific routines. Some dynamic capabilities 
integrate resources, such as product development routines (e.g. Toyota). Strategic decision-
making is considered a dynamic capability in which “managers pool their various business, 
functional, and personal expertise to make the choices that shape the major strategic moves of 
the firm” (Eisenhardt & Martin, 2000: 1107). Emerging from path-dependent histories of 
individual firms, dynamic capabilities are characterized as unique and idiosyncratic processes 
(Teece et al., 1997), although dynamic capabilities also exhibit common features that are 
associated with effective processes across firms (Eisenhardt & Martin, 2000). With no 
intention to enter the debate about the definition of capabilities, for the purpose of our 
research we agree on Eisenhardt and Martin’s definition of dynamic capabilities: “the firm’s 
processes that use resources – specifically the processes to integrate, reconfigure, gain and 
release resources – to match and even create market change. Dynamic capabilities thus are 
the organizational and strategic routines by which firms achieve new resource configurations 
as markets emerge, collide, split, evolve, and die” (Eisenhardt & Martin, 2000: 1107).  
We now summarize our argument that negotiation fits this definition of dynamic 
capabilities. Negotiation is a joint decision-making process (Lax & Sebenius, 1986) that is 
required in any organization to (1) integrate, e.g. joint ventures (e.g., Brouthers & Bamossy, 
1997) or interdepartmental exchange (Nauta & Sanders, 2000); (2) reconfigure, e.g.  
relationships with subsidiaries (Dörrenbächer & Gammelgaard, 2006; Pahl & Roth, 1993) or 
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in strategic decision-making teams (Parayitam & Dooley, 2011); and (3) gain and release 
resources, e.g. the process of mergers and acquisitions (Dierickx & Koza, 1991; Jemison & 
Sitkin, 1986). Our paper will now present the case study of Ryanair, which shows how a 
negotiation capability can be identified and can lead to competitive advantage. In the 
following section, we include some methodological notes about our research and then the 
case study. 
Methods 
The case study method (Yin, 2014) has growingly received attention by management 
scholars over the last decades (Eisenhardt & Graebner, 2007). Such methodology has been 
widely used in the fields of management and strategy (Edmondson, Bohmer, & Pisano, 2001; 
Mintzberg & Waters, 1982). This research approach is especially appropriate in new topic 
areas, due to its likelihood of generating novel theory in an empirically valid fashion 
(Eisenhardt, 1989). The justification for our use of the case study method in our research can 
be found directly in Eisenhardt’s words: “there are times when little is known about a 
phenomenon, current perspectives seem inadequate because they have little empirical 
substantiation, or they conflict with each other or common sense. Or, sometimes, 
serendipitous findings in a theory-testing study suggest the need for a new perspective. In 
these situations, theory building from case study research is particularly appropriate because 
theory building from case studies does not rely on previous literature or prior empirical 
evidence” (Eisenhardt, 1989: 548). Due to the aforementioned peculiarities and current stage 
of the topic under research, how strategy and negotiation interplay with each other, we 
believe the case study method to be most appropriate. 
The case study was built entirely on secondary data, i.e. media reports, company 
statements and airline reference websites, such as planespotters.net and flightglobal.com. Due 
to the sensitivity of the topic at hand and the personality of Ryanair, it was not possible to 
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establish a direct contact with representatives from the company. The case was initially built 
as a pedagogical tool, a basis for class discussion aiming to introduce students to the links 
between negotiation and corporate strategy (Borbély, 2014). We chose Ryanair due to the 
following reasons.  
1) The airline sector offers a wide and deep range of publicly available sources, due to its 
regulatory components. Additionally, the airline sector has been widely studied in the 
field of strategy, proving its appropriateness for the topic (e.g., Grant, 2010; Porter, 
1996; Shakun, 1991; Smith, Grimm, Gannon, & Chen, 1991).  
2) Ryanair has already proven to be a suitable case study for investigating strategic issues, 
such as strategy in dynamic markets (Kangis & O’Reilly, 2003), the business model 
(Casadesus-Masanell & Ricart, 2010), and the company positioning (Lawton, 1999). 
3) Ryanair is very active in disclosing information, sometimes wrong, to the public. This 
feature allowed us to extensively analyze a large amount of data. Additionally, Ryanair’s 
behavior in negotiation is quite evident from most of the analyzed sources and presents 
unique and idiosyncratic processes of negotiation. 
In the next section, we present the case study and then we will draw theoretical 
implications by discussing our findings. 
The Ryanair case study 
Low-cost carriers are specific airlines (Button, 2012). They offer limited services, 
most of them only medium-haul routes with no connections. They need to keep their costs as 
low as possible and, at the same time, offer as many city pairs as possible, to satisfy a 
maximum of their customers. This requires keeping planes flying more hours per day, 
offering limited services onboard, and having their personnel fly more than their competitors’ 
for less money. As they need to fit more passengers on every flight, not only do they not offer 
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any upper class (which uses lots of floor space) but their fares are calculated to maximize seat 
occupancy (Button, 2012). 
Ryanair Holdings plc (Ryanair Holdings) is a holding company for Ryanair Limited 
(Ryanair). Ryanair operates a low fare, scheduled passenger airline serving short-haul and 
point-to-point routes between Ireland, the United Kingdom, Continental Europe and 
Morocco. The Company's fleet consists of Boeing 737-800 aircraft, each having 189 seats. 
The Company offered over 1,600 short-haul flights per day serving approximately 190 
airports across Europe, and flying approximately 1,600 routes, with a fleet of approximately 
315 aircraft and six additional leased aircraft acquired on short term leases.  
------------------------------------------------------ 
Please Insert Figure 1 About Here 
------------------------------------------------------ 
 
Ryanair was founded in 1985, as a one-route operator between South-Eastern Ireland 
and London. After a rather bumpy start and a repositioning in the early 1990s, Ryanair has 
experienced constant growth, despite the global downturn in air travel that followed the 
events of September 11th, 2001. In particular, it has taken full advantage of the 1997 
deregulation of the EU airspace under which any European airline can fly out of any point in 
Europe, even if it is not located in their home country. Although a market leader today, 
Ryanair aims to grow to fly a staggering 120 million passengers by 2022. This makes it by 
far the largest air carrier in Europe, and one of the rare financially healthy ones: most airlines, 
especially among the flagship carriers (AirFrance-KLM, IAG [British Airways and Iberia] 
and Lufthansa) lose money or barely break even. 
------------------------------------------------------ 
Please Insert Table 2 About Here 
------------------------------------------------------ 
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With its customers (passengers) and personnel, Ryanair uses a full no-frills strategy. 
As it is one of the only airlines that recruit, it is able to impose very strict conditions on its 
pilots and stewards, even banning them from unionizing. For employees, wages are low and 
social coverage minimal. Passengers pay for flying from point A to point B, nothing else: 
printing a boarding pass at the airport, checking luggage or getting food onboard is possible 
but everything comes at a high price, and customer service is reduced to a bare minimum. 
This is a simple consequence of market power and resource scarcity: both jobs at airlines and 
cheap airfares being rare resources on the market, they come at a non-negotiable high cost for 
isolated stakeholders that are unable of, or prevented from, uniting.  
------------------------------------------------------ 
Please Insert Table 3 About Here 
------------------------------------------------------ 
 
So far, nothing new but where Ryanair’s negotiation strategy becomes unique and 
worthy of interest is in its stance it takes toward its key stakeholders: airports and aircraft 
manufacturers. 
To use an airport, the airline usually pays a landing fee (part service, part tax), plus 
variable fees depending on the services they use (time spent on the ground, services such as a 
gate, ground crews, maintenance, etc.). These fees are usually ultimately transferred to the 
airfare paid by the customers. To reduce these, Ryanair uses second-tier regional airports, 
whose operators are often in a weak spot: they have invested a lot with little prospect of 
profitability and they are therefore eager to secure service from a major airline. When a 
platform like London Heathrow, used by major airlines, is saturated, landing rights are traded 
at high costs, which makes it a sellers’ market. Conversely, Treviso (in Italy) or Vatry (in 
France) may be dying for scheduled service for a major airline, a buyers’ market in this case 
(e.g., Frazier & Kale, 1989; Taylor, 1995). Taking this into account, Ryanair has proven able 
not only to secure very low landing fees from regional airports but also to collect “marketing 
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fees” from them. In other words, the airports operators are paying Ryanair to serve their 
platforms, compensating at least in part the landing fees the airline pays. One such 
negotiation may not amount to much but on a scale of 180+ airports, these amounted to about 
660 million euros in 2008, a sum larger than Ryanair’s profit that year (RFI, 2010). 
Furthermore, should an operator refuse to pay, or try to increase landing fees, Ryanair simply 
threatens to leave, even if still bound by contract, playing one airport against another 
(Borbély, 2014). The fact that Ryanair uses second-tier airports is part of its strategy because 
this is where they are in the most powerful situation and can impose their conditions in the 
easiest manner. 
Similarly, to reduce cost of ownership of their aircraft, Ryanair generally orders 
planes in large bulks at carefully chosen points in time. An airline like Ryanair operates only 
one type of aircraft (the Boeing 737-800), in order to enjoy savings from “fleet 
commonality”. By using only one type of aircraft, planes become interchangeable, making 
operations easier; pilots and stewards are allowed to fly all aircraft, without going into 
additional training. In theory, this places the manufacturer in a de facto monopolistic 
position, with an attached competitive advantage in their negotiations with the airline (Porter, 
1980). For the airline, the relationship with the manufacturer may feel unbalanced. Since 
going to the competition comes at a very high price, the client airline becomes captive. 
To overcome this and reduce cost of ownership of their aircraft to the bare minimum, 
Ryanair has to carefully play its relationship with Boeing. To do so, Ryanair first orders 
planes in large bulks at carefully chosen points in time. They placed major orders in 2002 
(while the airline market was at an all-time low after the terrorist attacks of September 2001) 
and 2013 (while Boeing was struggling with the battery problems of its flagship product, the 
787 Dreamliner). In other words, Ryanair balances power at the negotiation table by ordering 
airplanes when Boeing is in desperate needs for good news. Second, as Ryanair does so while 
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threatening to buy from Airbus or the newcomer, the Chinese COMAC, Ryanair preserves its 
relationship to Boeing by participating, once the deal is signed, in multiple media campaigns 
explaining how great Boeing products are. Such cross-marketing is a cheap investment and 
provides Ryanair with indirect publicity. 
Ryanair is therefore able, through a careful preparation and strategy of their 
negotiations, to reverse the unfavorable power balance in their relationship to Boeing. 
Similarly, by choosing which airport to deal with and how best to approach them, it is able to 
capture outstanding value in their landing fee agreements. Mastering negotiation techniques 
is therefore a key to Ryanair’s success in an otherwise hostile environment. Ryanair 
negotiators make the best use of the airline’s market power to capture value in negotiations 
where other airlines cannot. 
Ryanair’s strategy to rule the market by offering ultra-low-fares to its customers, and 
to kill costs wherever possible, cannot, alone, explain Ryanair’s success.  
------------------------------------------------------ 
Please Insert Figure 2 About Here 
------------------------------------------------------ 
 
The next section discusses the case study findings according to our theoretical 
framework. 
Discussion: circularity between market domination and negotiation practices  
Ryanair’s success has been widely investigated and most reasons provided are of 
industrial and marketing nature (Casadesus-Masanell & Ricart, 2010; Kangis & O’Reilly, 
2003; Lawton, 1999). Such explanations mainly consider its cost structures and customer-
value appropriation strategies. Yet, much less has been said on how such strategies have been 
achieved from a managerial perspective. For example, Ryanair’s cost cutting strategy has 
been mainly linked to its decision to fly only Boeing 737s. By owning a single type of 
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airplanes, it is argued the company lowered its maintenance costs, and such reductions is 
mainly explained through the concept of economies of learning (Kangis & O’Reilly, 2003).  
While we agree with such explanation, we also believe it is partial as it looks only at 
one side of the picture. Ryanair’s success can be also explained by its structured use of 
market dominance to capture value in its negotiations across the board, notably with 
employees, aircraft manufacturers and airports, which represent the largest part of an airline’s 
variable costs. Ryanair is an example of how the implementation of a smart negotiation 
strategy across most, if not all, stakeholder relationships can help loosen the competitive 
forces and create profitability. It shows how successful negotiation may bridge a company’s 
strategic positioning with the success of its plan’s implementation. In the case of Ryanair, 
negotiation practices may be the answer to the paradox that exists between the airline’s ultra-
low fares – Ryanair is by far the cheapest way to fly across Europe – and its financial results 
– Ryanair posted a yearly profit of 930 million Euros in 2015. 
------------------------------------------------------ 
Please Insert Figure 3 About Here 
------------------------------------------------------ 
 
The airline builds its business success on a take-it-or-leave-it negotiation strategy that 
it applies to all stakeholders, including customers and the EU regulator (Figure 3). In order to 
apply its cost-killing strategy, Ryanair’s negotiation style is very aggressive on price, 
although respectful of the non-financial interests of their negotiation counterparts. 
The Ryanair case study demonstrates that through studying one company, we were 
able to identify unique and idiosyncratic processes of negotiation that are directly linked with 
(1) their strategic positioning, i.e. what they are, aim to do and in what environment they 
evolve and (2) their strategy’s implementation, i.e. how effectively they will be able to 
implement their strategic choices. The case showed how the Irish airline builds its financial 
health, not only on its flying operations, but also rather through its negotiation practices with 
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key stakeholders. We can argue that Ryanair’s negotiation capability is the backbone of its 
successful strategic actions. 
Such negotiation capability is determinant for the company’s competitive advantage, 
which differentiates Ryanair from its competitors, which are largely behind in terms of 
profitability. Indeed, the air travel market is reputably unprofitable for airlines (Grant, 2010; 
Morrison & Winston, 1995; Oum, Park, Kim, & Yu, 2004; Porter, 2008; Smith et al., 1991). 
Although the bargaining power of buyers is rather low, the bargaining power of suppliers – 
airports and airport services, aircraft manufacturers, etc. –, the threat of new entrants and of 
substitute services – such as train and bus services – are, in turn, extremely high. 
Furthermore, the rivalry among existing airlines is at the fiercest possible level, almost 
exclusively on price, on a market that borders saturation (Porter, 2008). Consequently, 
airlines are generally losing money, which pushes most of them to downsize operations or to 
consolidate among themselves. In such a context, it is difficult to understand how ultra-low-
cost carriers – especially Ryanair but also, to a lesser extent, its European rival EasyJet – 
have been able to publish so robust financial results over the past years.  
Our analysis of the Ryanair’s success can be systematized by using the Eisenhardt and 
Martin’s (2000) model of dynamic capabilities. We aim in this way to also define the 
theoretical aspects of the negotiation capability of the firm (Table 4). 
------------------------------------------------------ 
Please Insert Table 4 About Here 
------------------------------------------------------ 
 
We know that a dynamic capability has to have the form of a “specific organizational 
and strategic process by which managers alter their resource base” (Eisenhardt & Martin, 
2000: 1111). By analyzing Ryanair’s negotiation behaviors, we can imply how negotiation 
for them is a specific process, largely adopted to alter their resource base (e.g., airport slots, 
airplanes, employee contracts, etc.). Moreover, we have argued that negotiation is a process 
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(Zartman, 1977) centered on trade-offs that include, but are not limited to, the exchange of 
goods and services. In the words of Quélin and Duhamel, managers “should be able both to 
conduct negotiations for large scale contracts and provide guidelines for their businesses. In 
particular, they should be able to provide framework contracts to ensure a high level of 
consistency and cohesiveness in their organizations” (Quélin & Duhamel, 2003: 658).  
A second aspect of dynamic capabilities is that a firm demonstrating a dynamic 
capability shares commonalities, or best practices, with other firms in its industry, but also 
shows idiosyncratic details which make the analyzed firm different from the rest of its 
industry. Ryanair is an example of a company with a successful, but idiosyncratic, 
negotiating capability. They use largely known negotiation tactics, such as their take it or 
leave it approach and information leaking, in an idiosyncratic fashion. 
Third, the pattern of effective dynamic capabilities is influenced by market dynamism. 
The pattern of a negotiation capability shows the same dependence on market conditions. 
Indeed, Ryanair alternates the use of standardized negotiation practices to on-time 
experiences based on market dynamism and stakeholder’s characteristics. The negotiation 
capability rely in some cases more on structured routines based on pre-existing knowledge 
(Kesting & Smolinski, 2007), in others will evolve through trial and error, simple and 
experiential events. In such markets, pre-existing knowledge and experience may harm 
negotiation (Moran & Ritov, 2007); the use of negotiating routines is difficult.  
Fourth, the outcome of a capability follows the same general path as the pattern of the 
capability. In less dynamic markets, where negotiation capabilities are structured through 
routines and systems that allow less freedom of movement to the negotiators, the outcome of 
negotiations can be considered more predictable (Adair & Brett, 2005). Conversely, in highly 
dynamic markets, where emergent patterns of the negotiation capability rely less on routines, 
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more on experience, the outcome of negotiations is more difficult to predict (Lax & Sebenius, 
1986). 
In terms of contribution to competitive advantage, we have described how Ryanair’s 
negotiation capability drives and sustain its competitive advantage. Competitive advantage is 
achieved through the possession of valuable resources for a specific use, and additional value 
can be generated by combining original resources from the firm with those of other firms 
(Lippman & Rumelt, 2003). Is negotiation a capability, able to bring competitive advantage if 
used appropriately? In Lippman and Rumelt's words: “in such a resource assembly, skill at 
bargaining and negotiation would further enhance value creation” (p. 1082). Susskind and 
Movius support such an idea in blunt terms: “organizations that look past negotiation as a 
core capability do so at their own peril” (Susskind and Movius 2013, p.5).  
Finally, the negotiation capability has elements of an evolutionary process that 
follows a unique path, shaped by learning and experience. Ryanair’s negotiation behaviors 
changed and evolved over its history. Despite on-going controversies in negotiation theory 
about the exact role of learning and experience in increasing negotiation performance 
(Caputo, 2013), the body of research nonetheless shows how individual negotiation ability is 
definitely shaped by learning and experience (Ness & Haugland, 2005). One might not 
become a better negotiator over time, but ability in negotiation is a function of previous 
engagements. Negotiation could therefore be considered as a dynamic capability of the firm. 
Despite the scarcity of references shedding direct light on this issue, negotiation 
appears to play the role of a capability within a firm or an organization; more precisely, a 
dynamic capability, in the sense of Eisenhardt and Martin (2000). We now present 
suggestions for future research. 
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Conclusions and future research directions 
The Ryanair case study enables to show the clear link between performance in 
negotiation and success in strategy implementation. But at the same time, it clearly shows 
that what Ryanair achieves in negotiation would not be possible without the position the 
airline enjoys as a market leader. We have demonstrated how the possible reciprocal 
relationship between strategy and negotiation, as negotiation practices are influenced by the 
organization’s strategic positioning and, in turn, plays a large role in the strategy’s 
implementation. 
Future research, and indeed our project, might focus on comparing the Ryanair 
experience with other successfully negotiating companies and unveil common features 
associated with best negotiating practices. This will not only serve our understanding of 
negotiation but also give us a more pragmatic vision of strategy formulation and 
implementation.  
Reversing the argument, any strategy, as solid as it is, cannot be implemented if the 
organization cannot successfully negotiate with its key stakeholders. An example drawn from 
the airline industry is Air France, the French flag carrier, which has been struggling recently 
with the implementation of different strategic moves because of failed negotiation with its 
personnel and unions. Latest to date, they have had to abandon the idea of a European-wide 
low-cost branch because of a strike of its pilots and have had a hard time convincing unions 
of the need to adapt the flying personnel’s work time to the standards set by the competition 
(Borbély & Caputo, 2015; Clark, 2014). Consequently, Air France struggles to turn in a 
profit, despite the fact that it stands among the most renowned airlines in the world and are 
engaged in one of the most successful merger in the industry (with the Dutch flag carrier, 
KLM). We can argue that failed negotiations with key stakeholders may hinder the 
implementation of an otherwise promising strategy. 
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It remains that success in negotiation is more than a quantitative result – “I did 
negotiate well or not” – but requires some form of fit with the organization’s positioning and 
strategic objectives. This requires studying and categorizing strategic factors that will have an 
impact on negotiations throughout the organization. Although we have listed some in our 
literature review, this was just a logical argument; empirical efforts may be called for to 
ascertain such relationships. We argue that several strategic variables impact the way people 
negotiate for their organization. 
For a company to ensure that negotiators actually use their organization’s strengths 
and act in the direction of the stated objectives requires a carefully crafted set of incentives 
and controls. We suggested the concept of “negotiation infrastructure” to define how an 
organization may ensure its agents negotiate along the lines of its strategic objectives. By 
this, we infer than an organization that considers its negotiations from a systemic perspective 
– and act upon it – may find there some sources of performance. Indeed, properly 
incentivizing negotiators through a systemic approach to negotiation will help organizations 
better achieve their strategic objectives. 
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Table 1 – Some interrelations between strategy and negotiation (Our elaboration) 
Strategic dimension  Negotiation aspect 
Strategic decision-making  Structured and idiosyncratic way of negotiating 
  Outsourcing negotiation / contracts 
  Negotiation within strategy making teams 
Market characteristics and market 
power 
 External negotiations differ according to market 
structure, e.g. monopoly vs oligopoly 
  Employee relations and negotiations 
Company vs stakeholders 
characteristics 
 Negotiation is influenced by relative power 
Firm size and lifecycle  Negotiating for or with an established firm is 
different than for a start-up 
Strategic ambition  Negotiations influenced by bureaucracy 
 
 
Table 2 - Ryanair's passenger volumes and load factors (2012 - 2015) – (Source: Ryanair, 2015) 
Passengers FY12 FY13  FY14  FY15  
Mar 5.50m 5.40m -2% 5.20m -4% 6.67m 28% 
Feb 4.50m 4.20m -7% 4.50m 7% 5.80m 29% 
Jan 4.40m 4.40m 0% 4.60m 7% 5.98m 30% 
Dec 4.80m 4.80m 0% 5.00m 4% 6.02m 20% 
Nov 4.70m 4.90m 4% 5.20m 6% 6.35m 22% 
Oct 7.30m 7.50m 3% 8.00m 7% 8.40m 5% 
Sept 7.30m 7.80m 7% 8.00m 3% 8.50m 5% 
Aug 8.10m 8.90m 10% 9.00m 1% 9.40m 4% 
Jul 8.10m 8.70m 7% 8.80m 1% 9.10m 3% 
Jun 7.30m 7.80m 7% 8.00m 3% 8.30m 5% 
May 7.20m 7.50m 4% 7.90m 5% 8.20m 4% 
Apr 6.80m 7.20m 6% 7.40m 3% 7.80m 5% 
Load Factor FY12 FY13  FY14  FY15  
Mar 78% 79% 1% 80% 1% 90% 13% 
Feb 76% 77% 1% 78% 1% 89% 14% 
Jan 71% 71% 0% 71% 0% 83% 17% 
Dec 79% 81% 3% 81% 0% 88% 9% 
Nov 80% 80% 0% 81% 1% 88% 9% 
Oct 84% 82% -2% 83% 1% 89% 7% 
Sept 85% 84% -1% 85% 1% 90% 6% 
Aug 89% 88% -1% 89% 1% 93% 4% 
Jul 89% 88% -1% 88% 0% 91% 3% 
Jun 84% 84% 0% 84% 0% 88% 5% 
May 82% 81% -1% 82% 1% 85% 4% 
Apr 82% 81% -1% 81% 0% 84% 4% 
 
Table 3 – Ryanair’s Strategy (adapted from Kangis & O’Reilly, 2003) 
Background Founded in 1985 by the Ryan brothers, now a publicly quoted company. 
Strategy Relatively low operating costs and provides an inexpensive and convenient ‘no-frills’ service. 
Mission Ryanair will become Europe's most profitable lowest cost airline by rolling out our proven 
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‘low-fare–no-frills’ service in all markets in which we operate, to the benefit of our 
passengers, people, and shareholders. 
Strategy statement Ryanair's strategy is to operate a ‘low-fare, no-frills’ service. To do this it has realised that it 
is imperative to become the low cost airline. Since 1991 it has concentrated on driving costs 
down so as to maintain low fares and remain profitable on low yields. The main areas which 
have been the focus of the airline's concentration on costs have been: fleet commonality, 
contracting out of services, airport and handling charges, staff costs and productivity, 
marketing costs. 
Outsourcing implications Contracted out all noncore activities: heavy maintenance, significant proportion of ground 
and passenger handling, on long-term contracts. 
Maintains its own handling and ticketing services at its home airport in Dublin, but has 
contracted out these services elsewhere. 
Employment practices Operates a flexible labor system. Has a small core staff and brings in temporary contract 
workers when needed. Operates an activity-related pay scheme for both pilots and flight deck 
crew. 
Ryanair employs a flexible labor policy whereby employees are expected to do more than one 
job, e.g., cabin crew also tidy up the aircraft between flights. 
Marketing strategy Ryanair's commission to travel agents is among the lowest paid by a scheduled carrier (7.5% 
as opposed to the typical 9% on ticket sales). In order to further cut this cost, Ryanair Direct 
was created which centralizes in Dublin all direct reservation services for the airline. The 
airline benefited from an attractive tax and grant regime from the Irish Government. 
This airline does not have a frequent flier program and does not provide or support dedicated 
lounges at airports. 
 
Table 4 – Application of the Eisenhardt and Martin’s framework to the Negotiation Capability of Ryanair (Our elaboration 
on Eisenhardt & Martin, 2000) 
 
 Eisenhardt and Martin’s 
conceptualization of dynamic 
capabilities 
Ryanair’s Negotiation capability 
Definition Specific organizational and strategic 
processes by which managers alter their 
resource base. 
Ryanair shows specific organizational and strategic 
processes within its negotiations. 
Heterogeneity Commonalities (i.e. best practice) with 
some idiosyncratic details. 
Ryanair masters largely common negotiation 
strategies and tactics (e.g. take-it-or-leave-it) in an 
idiosyncratic fashion that exploit its market 
dominance. 
Pattern Depending on market dynamism, 
ranging from detailed, analytic routines 
to simple, experiential, ones. 
Ryanair adapts negotiation behaviors to specific 
markets and stakeholders. 
Outcome Depending on market dynamism, 
predictable or unpredictable. 
Negotiation outcome depends on market dynamism, 
predictable or unpredictable. 
Competitive 
Advantage 
Competitive advantage from valuable 
somewhat rare, equifinal, substitutable, 
and fungible dynamic capabilities. 
Ryanair’s negotiation capability is fundamental 
contribution to its competitive advantage. 
Evolution Unique path shaped by learning 
mechanisms such as practice, 
codification, mistakes, and pacing. 
Ryanair’s negotiation capability has evolved over 
time, taking advantage of external changes (e.g. the 
1997 deregulation of the market) and adapting to its 
growing market dominance. 
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Figure 1 - Ryanair's share price in 2015 (Center for Aviation, 2015) 
 
 
Figure 2 – Ryanair’s Income Statement Data (Ryanair Annual Report, 2015) 
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Figure 3 – Importance of Negotiations within Ryanair Business Model (Our elaboration on Casadesus-Masanell & Ricart, 
2010) 
 
 
 
